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On Feb. 23 Argentine Finance Secretary Mario Brodershon left Buenos Aires on an evening flight
for Brasilia, en route to New York to resume negotiations with private bankers on rescheduling
the country's foreign debt. He was accompanied by Central Bank president Daniel Marx and
External and Internal Debt Secretary, Jorge Gonzalez. Buenos Aires is requesting $4 billion in new
credits toward settling the nation's balance of payments while also fueling the domestic economy to
achieve a 4% growth rate target in 1987. The banks are requested to furnish $2.15 billion, while the
International Monetary Fund (IMF) has agreed to $1.83 billion in stand-by credits, and a credit line
for $480 million described as compensatory for export revenue decline.
Disbursement of the IMF monies is contingent on decisions taken by the foreign bank committee.
Next, the banks have received a request to reduce their "spread," or the premium charged over
prevailing interest rates, to 0.8125. The committee representing Argentina's foreign bank creditors
has thus far replied bankers are disposed to lower the spread to 1.125%. If Argentina obtains the
requested spread reduction, it would mean a savings of some $82 million per year. Brodershon told
reporters at the metropolitan airport that "the banks know we will not negotiate economic growth."
At a Feb. 20 press conference following a meeting with Economy Minister Juan Sourrouille,
Brodershon said Argentine proposals for debt refinancing and economic development plans were
not subject to modification. He claimed that if Buenos Aires does not receive the requested $2.15
billion from the banks, it will be forced to "give priority to domestic growth over debt payment
obligations...If they don't pay us, we cannot pay." In response to a question on whether Argentina
would follow Brazil's example, he said, "Last year we obtained resources to pay less than half
the interest. Moreover, Argentina has a good track record...and if one compares the present
situation with that of previous years, there has been significant progress. In view of this progress...,
we requested interest rates and favorable conditions much like those of other nations in Latin
America."
These declarations and the Brazilian government's decision to suspend interest payments on its
debt with foreign banks last Friday, combined with similar statements by Ecuador, Colombia and
the Dominican Republic, have put foreign banks and political leaders throughout the region on
alert. The Argentine foreign debt surpasses $51 billion. Debt contracts with private banks, led by
Citicorp, account for some $33 billion of the total.
Brodershon asserted that if the bank committee does not accept Argentina's petition, it will have
demonstrated that it does not understand the present situation faced by Buenos Aires and other
debtor nations, and that such action will only lead to a situation of conflict and confrontation. The
secretary said he continues optimistic despite all. He added that the $2.15 billion request is "not
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excessive." "It is a sum elaborated in cooperation with the IMF and the World Bank. If we lower this
request we will in turn lower the country's growth rate, and this we will not accept."
The negotiations between the Argentine economic team and the bank committee will resume Feb.
25. The major sticking point thus far is the banks' refusal to grant Argentina "spread" reductions
similar to those conceded to Mexico late last year. Argentina is also requesting a type of loan
payment conditionality which would link payments to price levels of traditional exports. (Basic data
from Argentine news agency, DYN, 02/20/87, 02/23/87)
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